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Participation in thispool requires each facility toreturn their proportionate 

share of thepool,lessaparticipationfee,totheStatethesamedayas 

received. Each facility retains a participation fee of $2,500 for facility for 

poolsdistributedthroughSeptember30,2008. In caseswhereafacility's 

proportionate share of the pool is less than $2,500, the facility shall receive 

$2,500. 


Payments are made annually during a transition period from a pool of funds 

based on the aggregate difference between estimated Medicaid payments 

and the upper payment limit for nursing facilities for fiscal year 2000, as 

determined under the state plan in effect in that year. The pool amount for 

each transition year shall
be the percentage specified belowof the aggregate 
difference for private facilities for state fiscal year 2000 (SFY 2000 excess 
$75,004,569),plus100%oftheaggregatedifference for publicfacilities 
through June 30,2005: 

fiscal 2004 - 85% 
fiscal 2005 - 70% 
fiscal 2006 - 55% 
fiscal 2007 - 40% 
fiscal 2008 - 25% 

Portion SFY 2009 - 10%of 

No proportionate share pools shall be created under this section after September 
30. 2008. 

12-01 1.08L Facility Closures: For services provided on or after July1, 1994, when a 
facility closes under the following circumstances: 

1. 	 Event(s)haveprecipitatedthemovement of all residentsfromthefacility 
within a periodof time notto exceed45 days (the closeout period); and 

2. The facility is not certified to provide NF services for a minimum of 30 days 
after thefinal resident leaves; and 

3.Cost inefficienciesresult in the facilitycostsbeingovertheircurrent 
prospective rates, then payment is made as follows: 
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12-01 1.09 Depreciation: This subsection replaces Medicare regulations on depreciation in 
entirety, concerning andtheir except that provisions sale-leaseback lease-purchase 


agreements(Medicare'sProviderReimbursementManual(HIM-15),Section110)are 

retained, subject to the following Medicaid depreciation regulations. 


Atthetimeofanassetacquisition,thenursingfacilityshallusetheAmericanHospital 

AssociationEstimatedUsefulLivesofDepreciableHospitalAssets,1998edition,to 

determine the useful life span. In the event that the nursing facility determines a useful life 

shorter than a lifeshown in the tables, the facility shall have documentation available to 

justify the unique circumstances that required the shorter life. In determining the allowable 

basis for a facility which undergoes a change of ownership or for new construction, see 471 

NAC 12-01 1.06H and J. 


12-01 1.09ADefinitions: The following definitions applyto depreciation: 

Fair Market Value: The price that the asset would bring by fide bargaining between 
well-informed buyers and sellersat the date of acquisition. 

Straight-Line Method: A depreciation method in which the cost or other basis (e.g., fair 
marketvalue in thecaseofdonatedassets)oftheasset,less its estimated salvage 
value, if any, is determined and the balance of the cost is distributed in equal amounts 
over the assigned usefullife of the asset class. 

12-011.09BBuildingsandEquipment:Anappropriateallowance for depreciationon 
buildings and equipment is an allowable cost. The depreciation must be-

1. Identifiable and recordedin the provider's accounting records; 
2. 	 Based on book value of the asset(s) in use before July 1, 1976. Book value for 

thesepurposes is definedascostlessdepreciationallowedorallowableper 
American Hospital Association or Internal Revenue Service guidelines; 

3. 	 Based on the lesser of cost or fair market value at the time of purchase for a 
facilitypurchasedorconstructedafterJune 30, 1976.Thebasis forfacility 
purchases or new construction may be subject to limitation(see 471 NAC 12­
01 1.06H and J); 

4. Based on thefair market value at the time of donationin case of donated assets. 
Depreciationondonatedassetsmustbefunded in order to beallowed;this 
requires that money be segregated and specifically dedicatedfor the purpose of 
replacing the asset; and 

5. 	 Prorated over the estimated useful life of the asset using the straight-line method 
of depreciation. 
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12-01 1.09C Purchase of anExisting Facility: Unless thereis a comprehensive appraisal 

byaMemberoftheAppraisalInstitute(MAI),theDepartmentusesthefollowing 

guidelines to determine a reasonable allocation of the allowable basis to furniture and 

equipment for which "component" depreciation may be claimed. 


Variable for Basic Cost Bases Variable for 

Classification Under 40 Beds For40to75BedsOver75Beds 


Moveable furniture $1,000 per bed $1,000 per bed $1,000 per bed 
Dietary equipment 2 112% decrease $25,000 1% increase to 

for "Basic" for "Basic" to 
each bed each 

11Laundry equipment 'I $20,000 
1,Heating equipment 'I $10,000 
I1Air Cond. equipment $10,000 

12-01 1.09D Recapture of Depreciation: Depreciation in 471 NAC 12-01 1.08D refers to 
real property only. A nursing facility which converts all nursing facility beds to assisted 
living beds is not subject to recapture provisions. A long term care facility which is sold 
foraprofit andhasreceivedNMAPpaymentsfordepreciation,shallrefundtothe 
Department the lowerof ­

1. 	 Theamount of depreciationallowedandpaidbytheDepartmentbetween 
October 17, 1977, and the time of sale of the property; or 

2. 	 The product of the ratio of depreciation paid by the Department since October 17, 
1977, tothetotaldepreciationaccumulatedbythefacility(adjustedtototal 
allowable depreciation under the straight-line method, if any other method has 
been used) times the difference in the sale price of the property over the book 
value of the assets sold. 

Depreciation Paid bv State 
X SalesPrice - BookValue 

Accumulated Depreciation 

If the recapture of depreciation in any or all years before August 1, 1982, would have 
resulted in additionalreturnonequityasallowedbythereimbursementplanthen in 
effect, the amountof return on equity must be offset against the amountof recapture. 

In the above calculations of the recapture of depreciation, if a facility has been limited to 
the maximum payment for the fixed cost component (see 471 NAC 12-01 1.08D3), then 
that facility's allowable individual expense categories of the fixed cost component shall 
beproportionatelyprorated in ordertodeterminetheamount that is attributable to 
depreciation. 
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Examples: 

of1. OriginalFacility 
2. Total (S.L.)Depreciation to$1 
3.Value of Facility(1-2) 

Under4. Depreciation Medicaid 
5. 	 Ratio of Depreciation Paid to 

Total Depreciation (4-2) 

. ExampleA 

Facility Sold For 
Difference in the Sale Price 
Over the Book Value 
Medicaid Apportionment 
(35% x $200,000) 

The amount of depreciation recaptured on gain is 
previously paid under NMAP. 

Example B 

Facility Sold For 

Difference in the Sales Price 

Over the Book Value 

Medicaid Apportionment 

(35% X $50,000) 


-Data 

$400,000 

00,000 


$300,000 

$35,000 

35% 

$500,000 


$200,000($500,000- $300,000) 


$70,000 


$35,000, the amount of depreciation 

$350,000 

$ 50,000 

$17,500 

Theamountofdepreciationrecapturedongainis$17,500,which is theratioof 
depreciationpaidunderNMAP for Medicaidclients($35,000) to totaldepreciation 
accumulated ($100,000) times the amount of gain ($50,000) on the disposition of real 
property. 

12-011.09E Other Gains and Losses on Dispositionof Assets: Losses on the saleof real 
property are not recognized under NMAP. Losses on the disposal of replaced building 
componentsthathavebeenspecificallyidentified in the nursing facility's depreciation 
schedulesinceacquisitionwillbeincluded in theallowablefixedcostforthereport 
period.Gains/lossesonpersonalpropertywillbereducedfrom/included in allowable 
fixed costs for the report period. Gains in excess of the other allowable fixed costs will 
result in a negative fixed cost component of the facility's rate. 
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12-011.09FSaleorTransferofCorporateStock:Wheretheexistingcorporation 
continues after the sale or transfer of corporate stock, the depreciable basis of assets 
used under the program will be that of the then existing corporation. No revaluation of 
assets is allowed when only an acquisition of stockis involved. 

12-011.10 reporting RequirementsandRecordRetention:Providers with greaterthan 
1,000 inpatient days for a full Report Period shall submit cost and statistical data on Form 
FA-66, "Report of Long Term Care Facilities for Reimbursement'' (see 471-000-41). Data 
must be compiled on the basis of generally accepted accounting principles and the accrual 
method of accounting for the report period. If conflicts occur between generally accepted 
accounting principles and requirements of this regulation,the requirements of this regulation 
shall prevail. Financial and statistical records for the period covered by the cost report must 
be accurate and sufficiently detailed to substantiate the data reported. All records must be 
readily available upon request by the Department for verification of the reported data. If 
recordsarenotaccurate, sufficientlydetailed,or readilyavailable,theDepartmentmay 
correct/reduce/eliminate data. Providers are notified of changes. 

Each facility shall complete the required schedules and submit the original, signed Report to 
theDepartmentwithin 90 daysofthecloseofthereportingperiod,whenachange in 
ownership or management occurs, or when terminated from participation in NMAP. Under 
extenuatingcircumstances,anextensionnottoexceed15daysmaybepermitted. 
Requests for extensions must be made is due.in writing before the date the cost report 

When a provider fails tofile a cost report as due, the Department shall suspend payment. At 

thetimethesuspensionisimposed,theDepartmentshallsendaletterinformingthe 

provider that if a cost report is not filed,all payments made since the end of the cost report 

periodwillbedeemedoverpayments.Theprovidershallmaintainlevels of careifthe 

Department suspends payment. 


If the provider takes no action to comply with the obligation, the Department may refer the 

case for legal action. 


If a required cost report has not been filed, the sum of the following
is due: 

1. All prospective rate payments made during the rate period to which the cost report 
applies; 

2. 	 Allprospectiveratepaymentsmadesubsequenttotheaccountingrateperiodto 
which the cost report applies; and 

3. Costs incurred by the Departmentin attempting to secure reports and payments. 

If the provider later submits an acceptable cost report, the Department will undertake the 

necessaryauditactivities.Providerswillreceiveallfundsduethemreflectedunderthe 

properly submitted cost reports less any costs incurred by the Department as a result of late 

filing. 
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Providersshallretainfinancialrecords,supportingdocuments,statisticalrecords,and all 
other pertinent records related to the cost report for a minimum of five years after the end of 
the report period or until an audit started within the five yearsis finalized, whichever is later. 
Recordsrelatingtotheacquisitionanddisposaloffixedassetsshallberetainedfora 
minimum of five years after the assets are no longerin use by the provider. The Department 
shall retain all cost reports for at least five years after receipt from the provider. 

Facilities which provide any services other than certified nursing facility services shall report 
costs separately, based on separate cost center records. As an alternativeto separate cost 
center records and for shared costs, the provider may use a reasonable allocation basis 
documented with the appropriate statistics. All allocation bases must be approved by the 
Department before the report period. Any Medicare certified facility not report costs for 
a levelof care to the Department which have been reported for a differentlevel of care on a 
Medicare cost report. 

12-011.10ADisclosureofCostReports:Costreportsforallreportperiodsending 

October 30, 1990, or thereafter, are available for public inspection by making a written 

requesttotheDepartmentofHealthandHumanServicesFinanceandSupport, 

Financial Services, Audit. The request must include the name (including an individual to 

contact), address, and telephone number of the individual or organization making the 

request;thenursingfacilityname,location,andreportperiodforthecostreport 

requested; directionshandling request the
and for the (review reports at the 
Department's Lincoln State Ofice Building address; pick up copies at that Office; or mail 
copies). The total fee,$5.00 handling for each report requested and an additional$5.00 
for each report to be copied and an additional $2.50 for each report to be mailed, must 
accompany the request. The nursing facility will receive a copy of a request to inspect 
its cost report. 

12-011.I1 Audits: The Department shall perform at least one desk audit and may perform 
subsequentdeskauditsand/oraperiodicfieldauditofeachcostreport.Selection of 
subsequentdeskauditsandfieldauditswillbemadeasdeterminednecessarybythe 
Departmenttomaintaintheintegrity of theNebraskaMedicalAssistanceProgram.The 
Departmentmay retain anoutsideindependentpublicaccountingfirm,licensedtodo 
business in Nebraska or the state where the financial records are maintained, to perform the 
audits. Audit reports must be completed on all field audits and desk audits. All audit reports 
will be retained by the Department for at least three years following the completion and 
finalization of the audit. 

An initial desk audit will be completed onall cost reports. Care classification maximums are 
computed using audited data as of the May 15* following the end of the Cost Report Period. 
Subsequentdeskandfieldauditswillnotresult in arevision of careclassification 
maximums. 
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All cost reports, including those previously desk audited but excluding those previously field 

audited, are subject to subsequent desk audits. The primary period(s) and subject($) to be 

desk audited are indicatedin a notification letter sentto the provider to initiate a subsequent 

deskaudit.Theprovidershalldelivercopiesofschedules,summaries,orotherrecords 

requested by the Department as part
of arty desk audit. 

All cost reports, including those previously desk-audited but excluding those previously field 

audited, are subject to fieldauditbytheDepartment.Theprimaryperiod(s)tobefield­

audited are indicatedin a confirmation letter, which is mailed to the facility before the start of 

the field work. A field auditmay be expandedto include any period otherwiseopen for field 

audit. The scopeofeachfieldauditwillbedeterminedbytheDepartmentbutmustbe 

sufficiently comprehensive to ascertain that the cost report complies with the provisions of 

this section. The provider shall deliver to the site of the field audit, or an alternative site 

agreed to by the provider and the Department, any records requested by the
Departmentas 
part of a field audit. 

The Department may not initiate an audit-

1. More than five years after the end of the report period; or 
2. On a cost report which has been previously field-audited. 

ThisdoesnotprecludetheDepartmentfromreopeninganauditinaccordancewith471 
NAC 12-01 1. I5  #Ior initiating an audit in response to a reopening in accordance with 471 
NAC 12-01 1.15#2 or when grounds exist to suspect that fraud or abuse has occurred. 

12-01 1. I2  Settlement and Rate Adjustments: When an audit has been completed on a cost 
report, the Department shall determineif an adjustment to the rateis required; if necessary, 
a settlement amountis determined. The facility will be notified of the settlement on an MC-7, 
"ExplanationofMedicalClaimsActivity."Paymentorarrangementsforpayment of the 
settlement amount, by either the Department or the provider, must be made within45 days 
of the settlement notice unless an administrative appeal filed within the appeal periodis also 
filed within the 45-day repayment period. (See 471 NAC 12-01 1.16 for an exception to the 
45-day repayment period.) Administrative appeals filed after the45day payment period will 
not stay repayment of the settlement amount. The filing of an administrative appeal will not 
stay repaymentsto the Department for audit adjustments not includedin the appeal request. 
The Department may adjust the interim rate for payments made after the audit completion. 

The Department shall determine a final adjustment to the rate and settlement amount after 

theaudit is finalandallappealoptionshavebeenexhausted.Paymentforanyfinal 

settlementmustbemadewithin 30 days. If payment is notmade,theDepartmentshall 

immediatelybeginrecoveryfromfuturefacilitypaymentsuntiltheamountdueisfully 

recovered. 


The Department shall report an overpayment to the federal government on the appropriate 

form no later than the second quarter following the quarter in which the overpayment was 

found. 
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12-01 1.13 Penalties: Underfederallaw,thepenaltyformakingafalsestatementor 
misrepresentationof amaterialfactinanyapplicationforMedicaidpaymentsandfor 
soliciting, offering, or accepting kickbacks or bribes (including the rebate of a portion of a fee 
or charge for a patient referral) is imprisonment up to five years, a fine of $25,000, or both. 
Similarly, making a false statement of material fact about conditions or operations of any 
institution is a felony punishable by up to five years imprisonment, a fine of not more than 
$25,000, or both. 

12-01 1.1 4appeal Process: Final administrative decision or inaction in the allowable cost 

determinationprocess is subjecttoadministrativeappeal.Theprovidermayrequestan 

appeal in writingfromtheDirector oftheDepartmentwithin 90 daysofthedecisionor 

inaction. The request for an appeal must include identification of the specific adjustments or 

determinations being appealed and basis and/or explanation of each item. See 471 2­

003 and 465 NAC 2-006 for guidelines for appeals and fair hearings. 


AftertheDirectorissuesadetermination in regardtotheadministrativeappeal,the 

Departmentwillnotifythefacilityofthefinalsettlementamount.Repaymentofthe 

settlement amount must be made within 30 days of the date of the letter of notification. 


12-011.14AReconsiderationProcess: In place of or in advance of requestingan 
administrative appeal, a facility may request a rate payment reconsideration with the 
Department or its designee for a specific Level of Care 35 or 36 resident. The facility 
must submit information on the client's need for professional medical care, supervision 
or other needs that justify a rate payment at Level 51 or 52. Note: The reconsideration 
process neither limits nor promotes the facility's responsibility to MDS changes on 
a quarterly basis or whenever a significant change has occurred, as federally defined 
(see 471 NAC 12-007 through 12-007.06). 

To request reconsideration, the NF must submit information on the resident's needs, 
withsupportivedocumentation,totheDepartmentor its designee.Suchsupportive 
documentationshallincludethedegree of instabilityinvolvedandthefrequency of 
intervention in one or more of the following areas of the MDS: 

1. 	 Section B.5. Indicatorsofdelirium,periodicdisorderedthinkingawareness,for 
residentswiththediagnosisofmentalillness,mentalretardationorarelated 
condition(developmentaldisability),dementia,orabraininjury.Thebehavior 
must be present and not of recent onset (Code 1). 

2. Section E.l. Indicatorsofdepression,anxiety,and/orsadmood.Thebehavior 
must be exhibited (Code 1 or 2) PLUS an indicator in Section I of a disease of 
psychiatric/mood. 
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3. 	 Section J. Health Conditions (present in the last 7 days unless other time frame 
is indicated) that affect the stability of condition and/or require professional nurse 
monitoring. 

4. 	 Section 0. Medicationsthatrequireprofessionalnurseadministrationand/or 
monitoring. 

5. 	 Section P. Special Treatments and Procedures #2 for Section E indicators and 
Section Idisease of psych/mood. 

Other documentationsupportingtheneedfornursingjudgementorinterventionmay 
also be submitted. 

The following conditions shall not constitute valid reasons for reconsideration: 

1. Lack of informal support; 
2. 	 Amount of time the person has residedat the nursing facility,with payment either 

through Medicaid or through another source; 
3. 	 Presence of a specific diagnosis without supporting documentation of the need 

for nursing judgement or intervention; and 
4. Advancedage. 

12-011.14A1EffectiveDate of Reconsideration:Afacilitymayrequestarate 
reconsideration review at any time. If granted, the adjusted rate will be effective the 
first dayof the monthforwhichtheresident'sneedformedicalsupervision or 
intervention is documented,retroactive foraperiod not toexceedthreecalendar 
months prior to the first day of the month in which the reconsideration request and 
supporting documentation is received by the Department or its designee. 

12-011.I5 Administrative Finality: Administrative decision or inaction in the allowable cost 
determination process for any provider, which is otherwise final, may be reopened by the 
Department within three years of the dateof notice of the decision or inaction. 

"Reopening"meansanactiontakenbytheDirectortoreexamineorquestionthe 

correctness of a determination or decision which is otherwise final. The Directoris the sole 

authority in deciding whether to reopen. The action may be taken
-

1. On the initiative of the Department within the three-year period; 
2. 	 In response to a written request from a provideror other entity within the three-year 

period. Whether the Director will reopen a determination, which is otherwise final, 
depends on whether new and material evidence has been submitted, a clear and 
obvious error has been made, or the determination is found to be inconsistent with 
the law, regulations and rulings, or general instructions; or 

3. Any time fraud or abuse is suspected. 

A provider does not have the right to appeal a finding by the Director that a reopening or 
correction of a determination or decision is not warranted. 
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12-011.16Change of Holder of Provider Agreement: A holder of.a provider agreement 

receivingpaymentsunderthissectionmust notify theDepartment 60 daysprior to any 

changeorterminationregardingtheholder of theprovideragreement. If anyknown 

settlement is due the Department by that provider, payment must be made immediately. If 

the provider is subject to recaptureof depreciation on the anticipated sale and/or if an audit 

isinprocess,theprovider w i t 1  berequiredtoprovideaguarantee of repayment of �he 

Department's estimated settlement either by payment of that amount to the Department, 

providingevidencethatanotherproviderreceivingpaymentsunderthissectionhas 

assumed liability, or by surety bond for payment. All estimated or final amounts, regardless 

of appeal status, mustbe paid before the transfer of ownership. 


The Department will not enter into a provider agreement with a new provider if there is an 

unpaid settlement payable to the Department by a prior provider of services at the same 

facility unless the new provider has assumed liability for the unpaid amount. Parties to a 

facility provider change may receive information about unpaid settlement amounts owed to 

the Department by making a written request. 


TN# MS-03-09 
SEP 'I 4 3094 dL< - 1 2.m 

Approved Effective 

TN# MS-01-11 


